BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

HARCLD G NEUMANN, )
) DOCKET NO.: PT-1997-139
Appel | ant, )
)
-VS- )
)
THE DEPARTMENT OF REVENUE ) FI NDI NGS OF FACT
OF THE STATE OF MONTANA, ) CONCLUSI ONS OF LAW
) ORDER and OPPORTUNI TY
Respondent . ) FOR JUDI Cl AL REVI EW

The above-entitled appeal was heard on August
19, 1998, in the Gty of Kalispell, Mntana, in accordance
with an order of the State Tax Appeal Board of the State of
Mont ana (the Board). The notice of the hearing was given
as required by |aw The taxpayer, Harold Neunmann,
presented testinony in support of the appeal.

The Departnent of Revenue (DOR), represented by
property valuation specialists Mllye Faul kner and Mary
Brown, presented testinony in opposition to the appeal.
Testinony was presented, exhibits were received, tine
allowed for the receipt of post hearing submttals, and the
Board then took the appeal under advi senent; and the Board
having fully considered the testinony, exhibits and all
things and matters presented to it by all parties, finds

and concl udes as foll ows:



FI NDI NGS OF FACT

1. Due, proper and sufficient notice was given
of this matter, the hearing, and of the tinme and pl ace of
t he hearing. All parties were afforded opportunity to
present evidence, oral and docunentary.

2. The property which is the subject of this
appeal is described as foll ows:

Personal property, various itens of equipnent:

including but not limted to lathes, mlling

machi nes, power mlls, band saw, and wel ders.

3. For the 1997 tax year, the DOR appraised the
subj ect property at a value of $533,745. (Exhibit F)

4. The taxpayer appealed to the Fl athead County
Tax Appeal Board requesting a reduction in value to
$200, 903.

5. The county board deni ed the appeal.

6. The taxpayer then appeal ed that decision to
t hi s Board.

7. The DOR has nmde a revised assessnent on the
subj ect property.

TAXPAYER S CONTENTI ONS

M. Neumann stated his business started as a hobby in
his garage, and for a period of tine he acted as an equi pnent
broker. He testified that the bulk of the machinery was

acquired gradually over a period of several years. He stated



t hat nost of the equi pnrent he purchased from deal ers was used,
and none was purchased at auctions. He also testified that
sone of the pieces were made by hinself, making it difficult to
pl ace an actual acquired cost on those particul ar pieces.

M. Neumann testified he had not furnished the DOR
Wi th a conpl eted business property reporting form |Instead he
provided a hand-witten list containing the price of the
equi pnrent. He stated that, until the hearing before the CTAB,
he was not aware of the reporting requirenents. He al so
testified he was advi sed by soneone close to himto wait for
the DOR to send himan assessnent.

M. Neumann argued the acquisition cost for the
personal property was | ess than the value placed on each item
by the DOR. He provided invoices and/or purchase orders for
the various pieces of equipnment (Exhibits 2 through 15). He
al so included an invoice for a bandsaw that was not included on
the DOR s estimated assessnent (Exhibit 13).

M. Neumann testified he had requested an i ndependent
apprai sal of the machinery from Morton Machi nery Conpany t hat
was based solely on information he furnished to Morton. He
stated that, when he requested the assessnent, all equipnent
was represented to be in good to average condition for its age.
Morton Machi nery Conpany supplied himwith a fair nmarket val ue

of the various pieces of equipnent (Exhibit 16).



At the conclusion of the hearing, M. Neumann agreed
to furnish the Board and the DOR each with a copy of the
depreci ation schedule used in preparation of his inconme tax
returns.

DOR S CONTENTI ONS

The DOR made repeated attenpts to obtain the cost
information fromthe taxpayer. The DOR mailed M. Neumann a
personal property reporting form along with instructions to
fill out the form and return it to the Flathead County DOR
office. M. Faul kner also testified that she sent the taxpayer
rem nder letters in February and March, 1997. The taxpayer
failed to return the personal property reporting form and the
DOR perfornmed an estimated assessnment for the subject property.
Ms. Faul kner testified the DOR was unsure as to nmany of the
particul ars concerning the property such as age, purchase date,
or purchase anmount. M. Faul kner stated she used 1995 as the
year acquired on the estimted assessnment. The CNC machi nery
was val ued based on a ten-year life and the mlling machi nery
was val ued based on a 15-year life.

Ms. Faul kner testified the taxpayer had not been
assessed a penalty due to an oversight on her part.

BOARD S DI SCUSSI ON

M. Neumann did not argue that the property was not

subject to taxation. Hi s di sagreenent was nerely with the



mar ket value as determned by the DOR The invoices and
purchase orders presented by the taxpayer would indicate that
the value placed on the equipnent by the DOR was nore than
tw ce the actual cost paid by the taxpayer; however, in order
to accurately determ ne nmarket value, M. Faul kner stated that
the DOR nmust have information on the acquisition costs of each
pi ece of machinery as well as the date of acquisition. Wthout
these two i nportant conponents, it is inpossible to determ ne
an accurate value for the subject property.

M. Neumann did furnish the necessary information
shortly after the conclusion of the hearing, providing the DOR
wth the correct information to assess properly the subject
property for taxation for the tax year 1997. The DOR s post
heari ng subm ssion utilized the nunbers provided to them by the
t axpayer. The values set by the DOR from those nunbers were
provided to this Board as $274,914 for the subject persona
property. A cooperative atnosphere insofar as conpletion of
t he personal property reporting formwould have been hel pful in
arriving at the value initially.

This appeal is, therefore, granted in part and denied
in part and the decision of the Flathead County Tax Appea
Board is hereby nodified.

CONCLUSI ONS OF LAW

1. 15-8-301, MCA. (1) The departnent nmay require
froma person a statenent under oath setting forth specifically
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all the real and personal property owned by, in possession of,
or under the control of the person at mdnight on January 1.
The statenment nmust be in witing, show ng separately:

(a) all property belonging to, claimed by, or in the
possessi on or under the control or managenent of the person;

(b) all property belonging to, clainmed by, or in the
possession or under the control or managenent of any firm of
whi ch the person is a nenber;

(c) all property belonging to, clainmed by, or in the
possessi on or under control or managenent of any corporation of
whi ch the person is president, secretary, cashier, or managi ng
agent ;

(d) the county in which the property is situated or in
which the property is liable to taxation and, if liable to
taxation in the county in which the statenent is nmade, also the
city, town, school district, road district, or other revenue
districts in which the property is situated,;

2. 15-8-306, MCA Upon discovery, any property
willfully conceal ed, renoved, transferred, or m srepresented by
the owner or agent thereof to evade taxation nust be assessed
at not exceeding 10 tines its value, and the assessnent so nade
must not be reduced by the county tax appeal board.

ORDER

| T IS THEREFORE ORDERED by the State Tax Appeal Board
of the State of Mntana that the subject personal property
shall be entered on the tax rolls of Flathead County by the
assessor of that county at the 1997 tax year val ue of $274, 914
as determ ned by the Departnent of Revenue.

Dated this 16th of Decenber, 1998.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

PATRI CK E. McKELVEY, Chair man
( SEAL)



GREGORY A. THORNQUI ST, Menber

LI NDA L. VAUGHEY, Menber

NOTICE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review my
be obtained by filing a petition in district court within 60

days following the service of this O der.



